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Export Trade. What Can it Mean to 
Canadian Economy ? 


Statistics recorded and supplied by the Department of Trade and Com- 
merce have verified a trend relationship between the dollar totals of 
Canadian exports and Canadian income. Any one can follow the trend 
from the export low figure of the year 1932 up through the war years 
and one will find that the export dollar increases are followed by a dollar 
increase in Canadian income. 

Manufacturers who have production surpluses over the domestic 
demand should be interested in export business opportunities. The fact 
that there are opportunities is acknowledged by all average business men, 
but it is really surprising to learn that only big business is doing practical 
export organization work in operating policies. There is plenty of room 
for the trade of the smaller manufacturers. It is quite probable that there 
will be shipping space available betore they will be ready to use it. In 
this we refer to other than food exports. 

Real substantial export business is not a matter of bringing in foreign 
exchange credits. That could be done by selling bonds and stocks in 
Canadian enterprise abroad. This is not desired except in the develop 
ment of Canadian natural resources for Canadian enterprise. Sound and 
permanent prosperity can result only, to Canadians, through the export otf 
goods produced. Our war production opened the world markets to many 
new manufactured items. In the prewar period our exports were classified 


under the following headings: 


(a) Agricultural and vegetable products. 

(b) Animals and animal products. 

(c) Fibres and textiles. 

(d) Wood, wood products and paper. 

(e) Iron and its products. 

(f) Non-ferrous metals. 

(g) Non-metallic minerals. 

(h) Chemicals and allied products. 

(i) Miscellaneous commodities. 

During this prewar period, a, b, c, d, and f, classes supplied about 85% 
of all our exports. The destination of our exports might appear something 


like the following: 


MIRON REOE suse cscccpeossousaseaseasnenesetgaedseessases 41.2% 
arc Sc RE SY (0 (011 35.4% 
Other preference countries .............0s00 9.9% 
Other no preference countries «0.0.0.0... 13.5% 
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NEW MEMBERS 


What have we in our class of goods for export?) Where is our export 
field? These figures will change violently during the next few years, both 
in class of product exported and also in the volume to various destinations. 





New Members 


Bay of Quinte 
Carl Bush, Stewart-Warner Alemite Corporation, Belleville. 
Calgary 
H. N. Buchan, Taylor, Pearson & Carson Ltd., Calgary. 
Edmonton 
A. M. Lasell, The Court House. 
David A. Quilley, Dominion Income Tax Office. 
P. Powers, 10432 - 127th Street. 
Geo. C. Berge, C.A., Winspear, Hamilton, Anderson & Co. 
D. D. McQueen, Mun. District of Vulcan No. 29, Vulcan, Alta., 
(non-resident). 
Hamilton. 
John Adams, Eaton Knitting Co. Ltd. 
James Brunton, Steel Co. of Canada Ltd. 
A. M. Hewer, The John Bertram & Sons Co., Dundas. 
R. V. Norman, 293 Dalhousie St., Brantford. 
Kenneth W. Bell, Waterous Co. Ltd., Brantford. 
James D. Porteous, Dominion Income Tax Dept. 
Kingston 
Albert P. Barry, Canadian Locomotive Company, Limited. 
Clarence H. Compeau, Canadian Locomotive Company, Limited. 
T. E. Coyle, Canadian Locomotive Company, Limited. 
Fred Dane, Canadian Locomotive Company, Limited. 
E. J. Diamond, Canadian Locomotive Company, Limited 
Jos. T. Downey, Canadian Locomotive Company, Limited. 
J. K. Gilbert, Canadian Locomotive Company, Limited. 
Edward R. Graham, Canadian Locomotive Company, Limited. 
Roy W. Walker, Canadian Locomotive Company, Limited. 
Miss Edith E. Short, Aluminum Co. of Canada Ltd. 
A. C. Milne, Aluminum Company of Canada Ltd. 
Alexander Taylor, Aluminum Company of Canada Ltd. 
Alan F. Cowdrey, Canadian Industries Ltd. 
D. L. McKnight, Canadian Industries Ltd. 
A. Nelson, C.P.A., Public Utilities Commission. 
W. E. Price, S. Anglin Co. Ltd. 
Edward D. Flynn, Monarch Battery Manufacturing Co. Ltd. 
Miss Margaret G. Frink, Monarch Battery Manufacturing Co. Ltd. 
Edwin J. Johnson, A. Davis & Son Limited. 
Wilfred P. MacDonald, I. Cohen & Company. 
Bernard M. Truscott, England and Leonard, C.A. 
Robert G. Turcotte, Canadian Industries Ltd. 
William G. Leonard, C.A., England and Leonard, C.A. 
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G. F. Cassidy, Canadian Industries Ltd. 
Donald J. Laturney, Headquarters Military District No. 3. 
Kitchener 
William J. Ruby, Doon Twines Ltd. 
Carlo J. Kuntz, Doon Twines Ltd. 
Wm. Roy Johnston, General Spring Products. 
London 
William T. Ashton, Lawson & Jones Ltd. 
J. J. Moore, Maxwells Ltd., St. Marys. 
Howard C. Carr, Dennisteel Corp. Ltd. 
Montreal 
Andre Parent, R.C.A. Victor Co. Ltd. 
George W. Chambers, Consolidated Lithographing Mfg. Co. Ltd. 
Herbert H. Merson, 189 Mozart St. W. 
Fred P. Hodgson, Hudson Hosiery Co. Ltd., Hudson, Que. 
J. S. C. Hoag, Frank W. Horner Ltd. 
St. Maurice Valley. 
E. Smith, Shawinigan Hotels Corp., Shawinigan Falls. 
. W. O'Connor, Canadian Industries Ltd., Shawinigan Falls. 


~” 


L 

R. Cummings, Shawinigan Chemicals Ltd., Shawinigan Falls. 

R. Hebert, Canadian Resins & Chemicals, Shawinigan Falls. 

J. N. Courteau, Shawinigan Water & Power Co., Shawinigan Falls. 
P. Lefebvre, Shawinigan Water & Power Co., Shawinigan Falls. 
T. Scott, Shawinigan Water & Power Co., Shawinigan Falls. 


{T1 


Levasseur, Consolidated Paper Corp., Shawinigan Falls. 
D. M. Scott, Canadian Resins & Chemicals, Shawinigan Falls. 
J. Brano Gelinas, Consolidated Paper Corp., Shawinigan Falls. 
Albert Dupont, Lucien Lambert, L.S.C., Shawinigan Falls. 
G. H. Matte, Brown Corporation, La Tuque 

Toronto 
B. P. Donnelly, John Inglis Co. 
Robert C. Moffat, Canadian Acme Screw & Gear Co. Ltd. 
Miss Shirley Thomas, Leonard James Brooks. 

Vancouver 
Clarence R. Wellington, Terminal City Iron Works Ltd. 
Robert Hunter, 5938 Adere St. 
Thos. D. DeWolf, 1016 Stock Exchange Bldg. 
D. C. Abiss, Bourdeaux & Co. 

Victoria 
William J. Mackintosh, Thos. Plimley Ltd. 

Windsor 

David W. Jolley, A. Whitley Ltd. 

George G. Carter, Paymaster Systems Ltd. 

B. A. Hortop, Purity Dairies Ltd. 

Robert T. Herdegen, Jr., Dominion Forge & Stamping Co. Ltd. 
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Chapter Notes 


BAY OF QUINTE CHAPTER 

The Chapter held its regular meeting on March 19th when we had 
the pleasure of hearing Mr. W. S. Stone, C.A., speak to us on Taxation. 
Mr. Stone spoke to us from his experience for a number of years in the 
Department at Ottawa as well as from his more recent experience as a 
practicing Chartered Accountant. 

His address was not only interesting to hear but elicited much informa- 
tion which could be used to good advantage by those who had the pleasure 


of hearing him. 
CALGARY CHAPTER 


Questions” pertaining to Accounting and Accounting Procedure was 
the program of the regular meeting of the Society of Industrial Accountants 


Alberta held in the Avenue Grill on Wednesday night, March 13. 

Numerous written questions were discussed ranging from “Should a 
Balance Sheet be Considered an Indication of the Value of the Assets 
described therein?” “Recording of Security Investments?” ‘Procedure of 
Recording Assets of a Canadian Subsidiary on the Books of a United 
States Parent Company?” to the “Recording of a Company's Asset taken 
over by the Enemy in Time of War?’ 

In introducing the discussion period, the Chairman, Pat Bowsher, 
R.I.A., read this question which taxed the minds of those present but re- 
mained unanswered. 

My quest for a question as requested has been arduous. I have been 
driven to a point of desperation which might necessitate an inquest, and 
a subsequent bequest to the Society. My mind has questioned:— What 
should be the subject of the Question’ Should the questioner answer the 
question or request the questioned to do so? I question if any of the 
questioners desire to be questioned on any questionable question. There- 
fore:— To question or not to question, that is the question. 

At a meeting of the Chapter held on the 27th of March, we had the 
good fortune of welcoming a large number of new members and Fred 
Ougden, Secretary of the Provincial Society, was charged with the task 
of presenting 25 degree certificates. Ross Humphries, 2nd Vice-President 
of the Chapter, said, “It is our desire to build up the standards of account- 
ing in this Province so Registered Industrial Accountants of Alberta will 
rate with the best accountants on the continent and that they may make 
some contribution to the development of accounting science.” 

The subject for discussion was “Accounting Problems in a Depart- 
mental Store” given by Mr. F. W. Funk, controller of the Hudson's Bay 
Company store in Calgary. In dealing with his subject, Mr. Funk ex- 
plained retail methods of inventory, departmental margin and budgets. 


FORT WILLIAM-PORT ARTHUR CHAPTER 


At the March meeting of the Chapter, Mr. J. Campbell Hunter, In- 
spector of Income Tax for Fort William, outlined the changes in the 
Income taxes for 1945, outlining some of the more pertinent amendments. 
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This talk proved to be very informative and the discussion period follow- 
ing clarihed many points that were little understood. 

Mr. R. B. LeCocq continued his series for the review of the book 
Accounting Principles and Practice’ dealing with the section of “Ac- 
counts of Limited Companies”. 

It was decided at this meeting that the Secretary, Jim Hunter, should 
write a formal letter inviting the Canadian Society to hold is Annual 


Meeing at the Head of the Lakes in 1947. 
KITCHENER CHAPTER 
Ways and means of increasing production and cutting expenses by 


planned industrial layouts were suggested by Harvey Spry, R.I.A., cost and 


management engineer of Toronto, at the March meeting of Kitchener Chap- 


ter, held at the Hotel Kress, Preston, Wednesday evening, March 13th. 

Speaking on the subject, “Plant Layout and the Cost Accountant”, 
Mr. Spry told how important it was to have proper plant layouts to 
facilitate production. This is especially necessary in the post-war period 
when competition is increasing 

D. G. Seebach of Kitchener introduced the guest speaker and a vote 
ff appreciation was extended by Ross Bradish of Preston. Twenty-one 
guests were introduced by Ron Harrison of Galt. The Chairman, E. C. 
Codling occupied the chair, and announced that the nominating committee 
would bring in its report at a forthcoming meeting. 

KINGSTON CHAPTER 

Our first meeting since the formation of Kingston Chapter in) mid- 
February was held in the Frontenac Hotel on Thursday, 21st March, with 
forty-seven members and guests present. The attendance exceeded that 
of the February meeting considerably which was most encouraging to 
members of the new Chapter. 

We were fortunate enough to have Mr. George W. Brooks, C.A., 
Comptroller of Stewart-Warner Alemite Corporation of Belleville as guest 
speaker. Mr. Brooks, introduced by Mr. Bruce Matthews the Secretary- 
Treasurer, spoke on Budgetary Control and its effective application in 
industry. Apart from outlining the building up of budgets and the sub- 
sequent comparisons necessary between budget figures and actuals, the 
speaker dealt with the psychological aspect of budgetary control. He 
stated that accountants now have a wonderful opportunity, in this com- 


paratively new field, of giving management up-to-date information with 


a very practical use in simple, understandable form. This he termed 
applied accounting”. 
There was a discussion period and a vote of thanks by Mr. D. L. 


McKnight after Mr. Brooks’ most interesting and at times very amusing 
speech. 

Several members of the Belleville Chapter were present and Mr. Leslie 
Lennox spoke briefly on their behalf, thanking Kingston Chapter for their 


hospitality and suggesting a return engagement in the near future. 


NIAGARA CHAPTER 


A very timely subject was presented to the Chapter at its March meet- 


ing by Mr. H. M. Hetherington, R.I.A., Vice-President of Viceroy Manu- 
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AND 


facturing Co. when he spoke on “Pricing for Exporting’. This meeting 


was another of our consistently successful meetings for this year and the 
address and discussion following gave the members much to think about 
in dealing with foreign trade. 

The Chapter will wind up the season's activities with a stag to be 
held at the Welland House Hotel on April 24th. It is expected that the 
election of officers will be held at that time. 


TORONTO CHAPTER 
The Toronto Chapter was host to the Hamilton Chapter at the March 
meeting. This has long become the annual event which is greatly antici 
pated by members of both Chapters. The speaker on this occasion was 
Professor J. L. McDougall of Queen's University, who spoke on ‘Wages 
in Wartime and After’. This meeting was also attended by our Dominion 
President, Walter Furneaux, on his official visit, and Aleck Howey, the 
Provincial President. 
VICTORIA CHAPTER 
Our gathering on 21st March took the form of a supper meeting, 
and was an unqualified success, with an attendance of 18 guests and 16 


members, the largest number we have had to date. 


The turn-out of members (16 out of 20) was most gratifying to the 
Board of Directors. 

The guest speaker was Mr. John Harvey, C.A., Comptroller and 
Treasurer of the B.C. Power Commission, who took as his subject, “Central 
Office Control of Departmental Activities” 

The address was net concerned very much with types or forms of 
statements, the speaker being more interested in impressing on his audience 
the vital necessity of “Control” and the importance of the Cost Accountant 
in any organization, whether operated by Government, Municipal, or Com 
mercial enterprize, and his wide knowledge of the subject brought hom« 
to us all the desirability of our being well prepared to tackle the many 
problems with which we are primarily concerned. 

After a brief period of discussion, the Chairman brought to a close 
what we consider to be the most outstanding meeting in the short life 


of this Chapter 
WINDSOR CHAPTER 


The regular monthly dinner meeting of the Windsor Chapter was held 
in the Norton-Palmer Hotel on Thursday, March 28th, with 67 members 
and guests present. The meeting was addressed by Mr. Joseph G. Hoba, 
Chief Time Study Engineer of the Kelsey Wheel Co., Ltd. on the subject 
of “Time and Motion Study’. Mr. Hoba supplemented his address with 
a motion picture on Time and Motion Study produced by the University 
of Iowa. 

At the next regular meeting to be held on April 25th, the Windsor 
Chapter will be hosts to the Detroit Chapter of the National Association of 
Cost Accountants. 
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By ADAM C. ZI) 


Because, as some wit has said, this generation is marked by taxation 
from the cradle to the grave, it may be of advantage to direct this article 
to a brief consideration of the chief changes contained in the amendments 
to the Income War Tax Act which received the Royal Assent on the 18th 
December, 1945. 

Taxation of annuities payable under a contract is now regulated by 
Section 3, sub-section 1, paragraph (b) as re-enacted in accordance with 
the recommendations submitted by the Ives Commission. The wording 
of this section is complicated and confers certain discretionary powers on the 
Minister which is a most unsatisfactory feature of much of recent legisla 
tion. Section 3 relates to annuities received under a contract but excludes 
payments made under a contract received under any employees’ pension 
fund. Annuities arising under a will or trust are provided for in another 
section. 

Bearing in mind the particular type of annuity to which this section 
relates, the involved terminology means that the taxable portion of such 
an annuity is the difference between the value of the annuity at the date 
of the commencement of the payments and the total amount of the anti- 
cipated payments. The amount of such payments is, of course, definitely 
ascertainable in the case of an annuity for a term certain. But in the othet 
case, the case of an annuity contingent on a life or lives in being, recourse 
must be had to the prescribed mortality tables and the total payments will 
be the amount between the date of the commencement of the payments and 
the end of the year of expected death. 

Regulations are being written for the purpose of determining the pres- 
ent and computed value of payments in cases where the annuity is payable 
for a term certain and thereafter for life or, as in the popular case be 
tween husband and wife, to the survivor of joint annuitaats. 

This section of the Act, the regulations written or being written, the 
discretionery powers still reserved to the Minister and the prescribed 
mortality tables have cast a considerable burden upon the Insurance Com- 
panies issuing annuity. contracts as well as upon the person purchasing. 
The practice is developing that the payments are being reduced into their 
taxable and exempt portions by the issuer. When this is not done, the 
proportions are determined by the Department. 

The mortality tables used are the 1937 Standard Tables of the Ac- 
tuarial Society of America. 

Having reBard to this section, would the purchase of a long-term 
single premium annuity with the intention of surrendering it in the future 
for its cash value create a tax-free income Apparently our legislators 
considered this question in the affirmative and prevented such a result by 


adding subsection two which provides that where payments or principal 
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and interests are blended the Minister may determine the amount of interest 
in each payment and assess the taxpayer accordingly. 

This new amendment is applicable to annuity payments received in 
1945 and thereatter but does not affect annuity payments exempt under 
the Statute prior to the passing of the amendment under consideration. 

Annuity payments arising from a will or trust deed have received 
special attention as a result of the recommendations of the Ives Commis- 
sion. Section 3, sub-section (1), paragraph (g) now provides that any 
payment of an annuity out of capital of an estate or trust fund is exempt 
from taxation. The onus is upon the beneficiary of the trust to establish 
that a payment is not subject to taxation on the ground that it is capital. 

Payments for Loss of office are now subject to taxation in the same 
Manner as payments made upon retirement and in recognition of long 
service. This new source of tax is introduced by sub-section 8, section 3. 
Prior to this amendment, the authorities followed the decision of Fuller- 
ton vs. Minister of National Revenue (1939) Ex. C.R. 13, and considered 
payments of this nature as capital. 


| 


yy pension funds or plans are now, by the 


Employees’ superannuation 


introduction of article (2) to section 4, given more generous treatment, 


the said section providing that the income from the investment of the 
superannuation or pension funds of a trust established in connection with, 
or a Corporation incorporated for the administration of, an employees 
superannuation fund or plan approved by the Minister in respect of its 
constitution and operation for the taxation year, is exempt from taxation. 
Subject to the approval of the Minister, income arising from the invest- 
ments of a pension fund is now exempt and the creation of such funds 
is encouraged by the increased deductions granted to both employer and 


employee, being increased from $300.00 to $900.00 per annum for each 


employee covered in a plan. 

Mining and Exploration have received further consideration. Exemp- 
tions hitherto given exploring for certain strategic minerals has now been 
extended to cover exploration for all minerals. Exemptions for costs in 
curred on dry oil wells, and drilling for oil and natural gas, referred to 
in section 8 of the Act are extended to December 31st, 1946. 

The Resident and Non-Resident shareholder of a private Company who 
received a dividend out of undistributed and accumulated income pursuant 
to section 96 of the Act are now treated equally. The same exemptions 


] 


re extended to both the resident and non-resident shareholder. The regu 


lating provisions are found in Section 9B, subsection 6, 
Tax Deductions at the Source, of seven per cent on interest, dividends 


and royalties are no longer obligatory upon the part of the payer, former 
section 92, sub-section 1 being repealed. 
The Distribution of surplus funds accumulated by private companies 


has, as a consequence of the proposals of the Ives Commission, been im- 


plemented by the enactment of new sections to the Act, being sections 94, 
95 and 96. The purpose and essence of these new sections is to permit 
certain Companies which fall within the interpretation of this part to pay 


a tax scaled or graduated in accordance wit 


h the surplus funds distribut 
able on the basis of stockholdings as of 31st December, 1944, and which 


will be tax free to the payees. 
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These sections introduce a new procedure, force an election on the 
companies involved and make imperative the use of new forms and regu- 
lations. These sections of the Act are probably most important to a large 
percentage of firms and industry and the original text of the Statute should 
be carefully reviewed. It is sufficient for the purposes of this Article to 
draw the attention of the readers to the fact that imporant amendments 
have been made to the Act. 

Empire Co-operation is further illustrated by a recent Agreement 
drawn between Canada and New Zealand which provides for reciprocal 
exemption of certain agency profits from income tax. 

New Zealand undertakes that the profits to which this Article (1) 
relates shall be exempt from income tax chargeable in New Zealand for 
the year commencing the Ist April, 1943, and for every subsequent assess- 
ment year. The profits to which this Article (1) relates are any profits 
from the sale of goods, other than things in action or money, arising 
directly or indirectly through an agency in New Zealand to a person 
who is a resident in Canada but not a resident in New Zealand unless 
the profits either (a) arise from the sale of goods from a stock in New 
Zealand or (b) accrue through any branch in New Zealand or through 
an agency in New Zealand where the agent habitually exercises a general 
authority to negotiate and conclude contracts. 

Article 2 of the Agreement is similar to Arcticle 1 except that Canada 
reciprocates in a like manner the concessions granted by New Zealand. 

By Article 3 of the Agreement New Zealand undertakes that for the 
assessment year commencing Ist April, 1943, and for every subsequent 
Assessment year gains accruing to a person resident in Canada but not a 
resident in New Zealand from sales under contracts entered into in 
Canada of goods stocked in a warehouse in New Zealand for convenience 
of delivery and not for the purpose of display, shall be exempt from 
income tax in New Zealand. 

Article 4 of the Agreement, without reproducing it, is similar to 
Article 3 except that the Dominion reciprocates in a like manner the 
concessions or exemptions granted by New Zaland. 

Article 5 of the Agreement is the interpretation section and Article 6, 
the last section, provides that the agreement may be denounced at any 
time by either party upon six months notice. 

Export Restrictions have been further relaxed by Order in Council 750 
by providing that goods may now be consigned to specific designations in 
Europe and Asia without securing an export permit. The Nations now 
included on the open list are the British Empire and its Protectorates; 
destinations within the Western Hemisphere and Possessions and Protec- 
torates of the United States; Belgium, France, Holland, and its Protec- 
torates, Czechoslovakia, Denmark, Greece, Luxembourg, Norway, Poland, 
Turkey, Russia, Vatican City, Yugoslavia, China, Egypt, Iran, and Iraq. 

And so the Nations struggle back to the peaceful gains, bargains and 
competitions of a peacetime economy. 
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By HAROLD BRICKER, C.G.A., R.I.A. 


In a recent edition of the Internal Auditor, a paper given before one 
of their chapters by Earle H. Cunningham was published. The title was 
“Comments on the fundamental concepts of Internal Auditing’. So many of 
the points brought out were and are applicable to Cost Accountants that 
we are endeavouring to present a combined comment through transpositions. 

At this twenty-fifth year of the life of the Canadian Society of Cost 
Accountants and Industrial Engineers, our anniversary year should permit 
us to re-state our policies and to confirm the ethics of our profession. 
As in the case of Internal Auditors, we cost accountants have an aim which 
might be, to raise the standard of Cost Accounting to a level warranting 
managerial recognition and the confidence of executives. This objective 
carries a three-fold obligation in: 

1. To strive continually to increase our own knowledge and skill; to 
develop ourselves to the point where we can truly claim professional status; 
and to render that type of service that merits a seat at the table of man 
agement. 

2. To exert our efforts and influences to the utmost to educate, train 
and develop our staff personnel and all others engaged in cost work. Eithe: 
we bring these associates up to our level or we are drawn down to thei 
rank, in so far as the opinion of others is concerned. 

3. We must take advantage of every opportunity to acquaint the 
public with the character of our work, and educate those outside of the 
field of cost accounting to a greater appreciation of the services we rende1 

Time and progress have given us many refinements in accounting 
routines; and mechanical equipment has replaced much of the detail hand 
work necessary in the early days of business. Systems of internal check 
and control with increased skill of personnel have minimized the numbe: 
of clerical errors. 

Costing Accounting is in no small way, one of the means of Internal 
Control on which, Victor H. Stempf has written in N.A.C.A. Bulletin: 
“Internal audit plays an important part in supplying reliable data, upon 
the analysis of which remedial measures depend, relative to the elimina- 
tion of waste, the institution of economies, and in the determination of 
standards of performance. Management has found internal audit an essen 
tial factor in keeping posted on the state of business and in bringing to 
light all materia! facts relative to the conduct of the business.” 

The scope of the cost accountant’s activities is a factor that has an 
important relation to the level of Cost Accounting. Some cost executives 
have unlimited authority and can ‘roam the range’, all the way from the 
office boy’s desk to the president’s files. Contrasted to this broad scope 
one will find instances where the cost clerk is shrouded in a straight jacket; 
his authority and scope of activities so limited that every time he turns 
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around he runs into a barrier of expressed and implied signs, that glow 
like a theatre marquee, and which seem to say, “No Admittance’, ‘Detour’, 
“Do Not Enter Here’, “Not for Costing Use’, etc. The average field of 
the cost man and his work is some where between these two extremes. 
In extending the cost finding field, it is necessary, through the exemplifi- 
cation of professional ability and ethics, to overcome executive prejudice 
and earn administrative recognition. 

Cost accountants are apt to lapse into type men of the ‘Formula’ or 
the “Analytical” classes. It is advisable to inventory one’s performance and 
production frequently so that the “groove” may be followed rather than 
the “rut”. The formula cost man is one who performs his work more 
or less by “rule of thumb’, in that he follows a set theory to the letter 
of the law. Manual procedures are accepted without question and executed 
to perfection. He devises and nurtures a cost pattern procedure until he 
has developed the perfect one, and forever after uses the same yard stick 
and the same blue print. For clerical routine this type of man may be 
entirely satisfactory for his level of responsibility. This does not apply 
to the higher levels of cost work. 

Management desires a different type of cost man which might be 
termed an ‘Analytic’ accountant. Such a person is no slave to rules, 
regulations, red tape, manuals of procedure or precedent. He is ever keen, 
alert, and a management-minded type of individual, who is practical, 
logical and imbued with an abundance of common sense. He reviews, 
inalyzes, and considers each cost factor on its own merits by according it 
tailor made” consideration. He is not biased, prejudiced or influenced 
by the way he costed a similar feature yesterday, or handicapped by rules 
and regulations, when in conflict with a practical and common sense 
view. He is the keen, logical THINKING type of individual. A ‘‘veneer’’ 
cost man may cover only the surface. He is perhaps a ‘two dimension” 
thinker, whereas the ‘analytic’ cost man is a “three dimension” thinker. 

Report engineering is a professional accomplishment. Weeks of fruit- 
ful cost work is often dissipated through poor report presentation. It has 
been stated by executives that one cannot find more than ONE first class 
report writer out of TEN accountants. This statement has been made 
without serious contradictory proof. One can find many cost men who 
do an excellent job so far as cost computation is concerned, but when the 
work is completed and they face the problem of rendering a report of 
their findings they are apt to fall from the pinnacle of professionalism to 
the depths of an amateur. Individual improvement is given little atten- 
tion. As a society, through our education policy, we are encouraging our 
students to make a conscientious effort to study and master this difficulty 
so that in this respect alone they may increase their worth many fold. 





There are five C’s of report writing—Correct, Clear, Concise, Courte- 
ous and with Character. In addition the writer must be tactful and dip- 
lomatic, at the same time being a human relationist. Other essentials in 
good report writing include skill in the use of tables, graphs, exhibits 
and examples. A good knowledge of basic grammar, a substantial vocabu- 
lary of synonyms, and practise in precise writing, are important factors 
to the successful report writer. Reports have to be thoughtfully con- 
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structed, and certainly not just thrown together. In many cases the report 
is the only visible evidence that the top management ever gets of your 
ability as a cost accountant. Why not capitalize on this fact? Learn to 
communicate effectively, it will pay you dividends. 

CASTING OUT THE “9’s” 

We have had the modern office equipment so long that only the old 
timers can remember the old checking methods used by bookkeepers. Be- 
cause of the interesting number combinations, and not because of any 
present day practical use, we are again recording some interesting proof 
methods. The examples on which comment is being offered might be 


illustrated in the following: 


Cases A. B. Cc. 
Proof 3 s. d. Proof Transposition errot 
325 l Difference "36" 
257 5 127 14 l 5 
32] 6 2.101 () { 5 4 and 40 
16 7 2 1 0 2 15 and 51 
224 8 7 7 7 10 26 and 62 
1,143 0 0 3 { 12 37 and 73 
13 1 l 0 48 and 84 
125 8 3 9 59 and 95 
210 0 0 l 
2,596 15 8 5 


A. The old type of record was often in a bound book of from forty 
to fifty lines in which there were amounts to be totaled at the foot of 
the page. The correctness of the calculation was proven by the method of 
casting out the nines. The working of the illustration under “A”, might 
sound something like this: 

Adding each amount across and setting out the balance in each case. 
Three plus two are five and five are ten, less nine, leaves a proof balance 
of one. In the next amount, two and five are seven and seven are four- 
teen, less nine, leaves a proof balance of five. The next amount of three 
and two are five and one make six, which is a proof balance. In the next 
item one and six make seven which is a proof balance. Finally, two and 
two are four and four make eight which, being less than nine is also a 
proof balance. Then adding all the proof balances, one and five are six, and 
six are twelve and seven are nineteen, plus eight makes twenty-seven, 
which is divisible, evenly by nine, leaving no balance in the roof column. 
Casting out the nines in the total would be one and one are two, plus four 
make six, plus three makes nine, taking out the nine leaves a_ balance 
the same as the proof total, and therefore the addition is cor- 





of nothing 
rect. This same number relationship together with complementary num 
ber factors is observed in the principles of the adding and calculating 
machines we now use. 

B. In this case the number "13" and its multiples, 13, 26, 39, 52, 65, 
78, 91,104, and 117, are used and through use, are memorized. The prin 


126 

















CURRENT LITERATURE DIGEST 





ciple is the same as in “A”, but would sound something like this. Taking 


the first item in the “B” example, divide the number of pounds by 13, 
that is 127 divided by thirteen, (nine times), leaving a balance of 10. If 
this figure is odd, 13 is added, and then halved, i.e., divide by two, in this 
case, ten divided by two makes 5. To this figure add the amount of shill- 
ings, plus 14 here, making 19, deduct the number of pence, here 1, leaving 
18, take away the 13 and the balance is the check figure for that amount, 
in this case 5. Each amount is similarly reduced to a proof figure and 
then the proof figures are reduced to a unit proof figure by casting out 
the thirteens, as, adding the proof figures, the total is 44, divide by thir- 
teen, (three times), thirty-nine, from 44, leaves the proof figure of 5. 
This was determined from the proof figure column. Now the total, in the 
B” illustration above is reduced. 2,596 divided by 13, goes 199 times, 
leaving a balance of 9. Being odd, add 13, making 22, halve this to 11, 
add the total shillings, 15 making 26, take away the pence, 8, this leaves 
18, now take away the 13 and the proof balance is 5, which is the figure 
under the proof column, and the computation is correct. This all seems 
complicated by the many operations but it is surprising how quickly one 
can do this proof, with some practice and experience. It is obvious that 

would not have been devised if it did not have some merit and provide 
a saving time. While it is doubtful if any one in these modern times 
would be interested in putting this system in use, it might be mentioned 
that there is, even in this, a possibility of error due to complementary or 
compensating errors equalling the check figure. However, it is still a 
good method. 

C. Under this heading is shown the factors involved in a straight 
transposition of figures. In this case the difference of "36" has been taken 
although any combination of figures adding up to nine, can be similarly 
approached. It can be applied to 9, 18, 27, 36, 45, 54, 63, 72, 81, 90, etc. 
In the first instance divide the number by nine, in this case 36 by 9, the 
answer is 4. So the first transposition is 4 and 40. To each side then 


add 11, to find the series of combinations noted in the illustration “C” 


above. It might also be noted that the right hand figure of the difference 


will give the number of combinations, as for 36, six combinations as in 


the group above. 


We do save time by mechanical means but time can also be saved with 


an approach to figures based on the knowledge of number combinations 


| 


and relationships. 





SITUATION WANTED | 


Office manager, 9 years practical experience, capable of 
handling complete accounting system, reports, tax papers, 
etc., studying for Society’s degree, age 36, married, wishes | 
to locate in Ontario. 


Box 4 Cost and Management 
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PRICING POSTWAR PRODUCTS 


those in processing or manufacturing, are required to establish a price’ fot 


1e many new enterprises that are starting into business, especially 


their products. The N.A.C.A. Bulletin recently published an article on 
this subject and there are many points that might be passed along with 
profit to those new in industry or even to those putting new products on 
the market. 


It is perhaps too true that most of the so-called post-war planning 
consists of more talk than accomplishment. Wishful thinking has speculated 
on numerous new miracle products that will dramatically change the whole 
nation’s economy in every way but the plan of action upon which the work 
can be started. The accountant cannot become interested practically until 
the speculating gets into the working and production stage. He in the 
meantime has to go through a conversion of responsibilty from matters 
involving the reimbursability of costs, recoveries on terminated war contracts, 
not to mention renegotiation computations. This new business has taken 
on the profit making responsibility that mainly rested with the Government 
in the munitions business. 

We have every reason to beleve that the price ceilings will be con- 
tinued for some time. These ceilings will largely continue to be a factor 
in the basis of post-war operating conditions. Commodities will have to 
be produced to sell at a price that the customers will be willing to pay and 
at a cost to the manufacturer and the market that will assure a normal 
rate of interest upon the invested capital, as well as a fair operating profit. 
All this must be accomplished without sacrificing a reputation and goodwill 
achieved in the production of quality goods. 

In view of these limits, the cost accountant must make cost estimates 
that are as reliable as possible. Present cost procedures incapable of giving 
this service will have to be eliminated and more effective cost policies and, 
if necessary, personnel of proven reliability, associated with this department 
of the business. The importance of such a background in establishing a 
post-war price policy cannot be overemphasized. 

In establishing a price for a new item, it might be said that the greater 
the error, the greater the gamble contingency. Some of the facts to be 
taken into account include the following: 

1. Anticipated material unit prices. 


> 


Labour cost per hour for each type of operation. 
3. Overhead cost per hour for each operating facility used in pro- 
duction. 

"The aim of any manufacturing enterprise is to develop, produce, and 
to market the product for which it is organized. To accomplish this, every 
element of cost must be carefully analyzed and reliably established so that 
these functions may be properly performed. The manufacturing cost must 
be supported by a fair selling and administrative expense and a reasonable 
profit. If the merchandise is competitively good, the organization is satis- 
factory when it can favourably answer the following conditions: 


1. Whether the company facilities are of such a nature that the product 
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PRICING FOR EXPORT 
can be economically produced. If the plant is equipped for a large volume 
production, emphasis should be placed on securing orders of long duration. 
Short runs involve increased costs for retooling, set up, etc. 

2. Whether the immediate demand for the product would justify 
ordinary changes in the manufacturing facilities. 

3. Whether the probable continuing demand would justify major 
changes in the plant facilities with special reference to retooling. 

The market selling price should be so set up that it can be determined 
what the result would be under conditions of competitive selling, at approxi- 
mately the ceiling price, closely under the ceiling price, or at a figure sub- 
stantially under the ceiling price. Any price hedging should be done care- 
fully and only from the peint of view of ultimately maintaining a profitable 
enterprise and a going concern. 

These comments should be appreciated by many of the new small firms 
which form part of the seventy odd per cent. of all business firms in 
Canada. 

The Research Department 

We have received only favourable comments on the suggested Research 
Commission (or whatever it may be named). While services have been 
offered, there surely must be more members who could profit from the 
information such a group should be able to provide for Canadian business. 
If you feel that offering your services would appear egotistic,—well, just 
ask some member to propose you and confirm your willingness to act, 
co-operatively. 





Pricing for Export 


By H. M. HETHERINGTON, R.I.A. 


Vice-President Viceroy Manufacturing Company Limited 


In preparing the paper on the subject “Pricing for Export’, my thoughts 
turned to “Costing for Export’, being accustomed, as I have been, over 
a long period of years to thinking in terms of costs. But then I realized 
that the two are, or ought to be, synonymous. The selling price of an 
article should be merely a total of three items- 

1. Factory Cost (including general overhead, administration, etc.) 
2. Merchandising Cost. 
3. Margin of Profit. 

Not so many months—not years—ago, in discussing export selling prices 
with representatives of a fairly large Canadian company, they told me 
they had in mind to fix their prices the same as a large American firm was 
charging after allowing for Exchange differentials and Empire Preference. 
Their argument was that if this American firm found it profitable to sell 


+ 


at this figure they should be able to make money on the same basis. True 
enough, but was this American company making a profit or had they set 


up their prices in the same way on a third company’s figures? I feel sure 


hat the firm which suggested this method of pricing for export has a 
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modern cost system and would not consider such a procedure in setting 
domestic prices. My point is that if export business is being sought on 
a permanent, profitable basis, the methods used in arriving at prices must 
be equally as sound in principle and as accurate in preparation as those 
used in the domestic market. 

In this discussion I will endeavour to keep away from theory as much 
as possible and merely give an outline of the costing and pricing principles 
and methods which our company employs and the reasons for their use, in 
th hope that our experience may be some assistance to the newer entrants 
into the export field. 

The only products which we have so far exported in volume have 
been from our Rubber Division and comprise a wide variety of small 
articles which are merchandised through several different trade groups 
such as hardware, grocery, stationery, drug and smallwares outlets. With 
only a few exceptions, these articles would retail at not moe than $1.00 
each, or the exchange equivalent in the various foreign countries. How 


+} 


ever, it would appear that the same reasoning which prompts our methods 


would extend to cover items as large as household appliances, machine 


tools and motor vehicles. 
The main difference which we tind between marketing in the domestic 


and export fields is that in the domestic market we line up our selling 
prices to a definite retail price, allowing the proper margins of profit fot 
wholesalers and retailers, with standard discounts for each class of trade, 
although making no attempt to police or maintain a standard retail price 

In the export markets we make no attempt to work from retail prices. 
We grant no trade discounts and the same price applies to all classes of 


importers. The only requirement is that the customers place orders of a 


reasonable minimum size and give a letter of credit or are prepared to pay 
the drafts when presented. 
Factory Costs 

In the determination of factory costs for export there is this all- 
important basic fact to be kept in mind, that, unless protected by interna- 
tional patent rights, the exporter is subject to world competition and his 
products must compete favourably in quality and price with other nations 
where living standards and manufacturing and merchandising methods may 
be vastly different to ours. 

Canada has a high standard of living and a comparatively small poten- 
tial outlet for production. Therefore to compete with certain other coun- 
tries with large volume production and/or lower labour scale, requires 
a maximum of ingenuity and enterprise. Proper cost control. and the 
proper method of converting costs to selling prices is just one phase of 
the ‘on our toes” policy which must be adhered to. 

The following suggestions are made in respect to factory costs: 

1. Factory costs should be actual and not theoretical. 

2. Materials, supplies and direct labour should be taken at the standard 
or normal costs applicable to the product being offered. 

3. General overhead such as civic taxes, administration, office, etc, etc., 
as applied to export should be calculated and apportioned on the basis 


of fully occupied plant capacity. 
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There are certain cost factors experienced in every business which 

should be eliminated for export, and some of these are the following: 

(a) All items of major or long-term repairs which in theory should 
be applied against Depreciation Reserve but are actually written 
off from current operations. 

(b) All items of improvement or changes which improve working 
conditions, appearance of plant or office, etc., but do not result 
in a direct reduction in unit costs. 

(c) Cost of pensions, special housing or welfare plans and long ser- 
vice or Other special bonuses. 

(d) Cost of life insurance on executives, loss of profits insurance and 
similar items representing special over-all company protection. 

(ce) Interest on invested capital including bond interest. (It may be 
advisable to eliminate this item on the ground of being one which 
is quite often left out of costs entirely by many accountants). 

(f) Depreciation Reserve other than sufficient to cover actual depre 
ciation. Actual depreciation can be defined as that amount of 
actual value taken out of an asset in a given period of time by 
the elements of nature and by operation. This actual depreciation 
is not to be confused with amount written off in the books which 
may be more or less than actual. Book write-off is often affected 
by the Income Tax situation. It would appear, for export pur- 
poses, that depreciation should not be figured on assets already 
fully depreciated, including those on which special wartime de- 
preciation was allowed. 

(g) The expense of up-keep of plants, warehouses, etc., not used in 
actual production. 

5. Additionai packing, labelling, export cases, etc., and similar items 
which are special to export, should be added to the actual outlay only, 
without application of factory overhead. 

6. Subsidy refunds applicable to export shipments should be added and 
drawback of duties and taxes should be deducted, both items in the 
exact amount involved, without overhead or other adjustments thereon. 
The result of the foregoing factory cost application should place the 


manufactured goods in the shipping room on a reasonable competitive basis. 


Merchandising and Selling Costs 

Except for a very few exclusive distributors who purchase outright 
for their own account, our exports are sold by commission agents. The 
method of handling commissions will be discussed further on in this talk. 
The figuring of merchandising costs through the use of export agents is 
a fairly simple procedure. 

The important thing in figuring merchandising for export is that 
proper estimates of the expected costs be made and that they be not loaded 
with items which are properly applicable to domestic sales only. Export 
managers should insist that export merchandising costs be figured entirely 
separate from domestic, and are entitled to exact figures as to the items 
and amounts they are being asked to absorb. 

The following is only a partial list of cost factors, but will serve to 
illustrate my ideas of procedure. The salaries of persons fully or partially 
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engaged in export merchandising can be easily determined and pro-rated. 
The cost of cables and sundry expenses can be estimated quite closely. 
Although in our case export travel is small, and because of the use of 
agents does not require trips, yet an allowance should be made for super- 
visory travel which may be required semi-annually or for a longer or 
shorter period as may be considered necessary. 

It is customary in figuring domestic selling prices to budget for bad 
debt allowance. If export shipments are handled by export finance agents 
on a commission basis and this item is added into the costs, then there 
should be no further reserve for bad debts as this item would be assumed 


by the finance agent. 


Donations to Canadian charities are ordinarily not chargeable to export 
expense. Where export agents are concerned any donations made by them 
would be personal to themselves. 

Advertising expense applicable to export should be limited to sums 
actually laid out for that purpose. This would include space in export 
or foreign publications, catalogues and advertising folders, etc., made up 
and used for export, and like items. In the case where the same catalogue 
is being used for both domestic and export, it would appear reasonable 
that export sales bear the cost only of the printing of the quantities so 
used, while domestic business would absorb the total cost of the artwork, 
cuts, etc., as well as its portion of the printing cost. Also it is customary 
for most firms to do a certain amount of general company publicity such 
as bill boards, publication of financial statements, space in certain associa- 
tion magazines. This type of publicity, although of great value in the 
domestic field, would appear to ordinarily have little value for export and 
should not be pro-rated. 

Total export merchandising cost, other than selling agents’ and finance 
agents’ commissions, should be added to the tactory cost on a percentage 
basis, this being the percentage that such costs bear to the factory cost 
of the budgeted or estimated export sales. 

Our budgeted sales in all divisions are based on estimates provided by 
the various Sales Departments (on export by the Export Manager), which 
are in turn adjusted to the plant's ability to produce and the company’s 
over-all merchandising plans. In times of normal producion and demand, 
when plant capacity is usually in excess of sales requirements, the bud- 
geted export sales would mean the maximum quantities which the export 
department and management feel reasonably possible of attainment. 


The result of the application of merchandising costs to budgeted 
volume is that if the volume is figured too conservatively the cost per unit 
is increased unnecessarily, while if the volume is figured too optimistically 
the export department may be faced at the end of the year with unabsorbd 
merchandising expense. It is essential, therefore, that great care be taken 
by the export department in the estimates of sales volume. If there is one 
thing more than another which makes management happy, it is a sales 
division which gives an estimated volume to the best of its ability after 
giving consideration to all known factors and is prepared to exert every 


effort to attain it. 
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Margin of Profit 

On the foregoing cost basis the goods are now ready for export ship- 
ment at true cost figures, before export sales commission or finance charges, 
neither bonused by elimination of essential factors nor penalized by the 
inclusion of irrelevant ones. This should put the shipper in a fairly com- 
petitive position. 

This is the point at which we add our profit because any additional 
expenses such as selling and finance commissions, inland and ocean freight, 
marine insurance, etc., are conditional on the sale being made and delivery 
being completed, and can be fully included in the invoiced amount and 
recovered from the customer. 

As stated previously, we do not endeavour to set the retail prices of 
our goods in export markets and therefore are not able to determine the 
maximum amount the wholesaler can pay and still have a satisfactory 
margin for himself and the retailer. In the domestic market this knowl- 
edge of dealer margins and retail prices often allows us to take a somewhat 
larger margin than normal on some products, while taking something less 
an normal on certain others to bring them into a desired price class. 

It would appear to be good policy on export prices to figure an average 
margin of profit less than for domestic trade. We do not figure the same 
margin on all products. Those that are highly technical and/or difficult 
to make or have unique design, appearance or utility are asked to return 
a higher profit than are those which are likely to meet difficult competion. 

It is our general policy to figure the same margins of profit to all 
countries but in highly competitive markets and under special circum- 
stances we have made exceptions. These exceptions are kept to an absolute 
minimum. 

Having costs properly figured on a standard basis makes the margin 
of profit the sliding scale by which severe competition can be met or by 
which a lucrative market can be taken advantage of. But this should 
be done on a properly controlled basis with the full knowledge of all 
persons responsible for the profit position of the Company. 

On the other hand experience has proven that the reputation of the 
exporter for making prompt deliveries and for supplying high quality mer- 
chandise has a strong influence on the buyer who may be thousands of 
miles away, and only a small percentage of business is placed on price 
alone. It has too often proven disastrous to exporter and foreign buyer 
alike. 

I might state that none of our selling prices, either domestic or export, 
are set by the sales departments, but in the determination of these prices 
their suggestions and recommendations are given fullest consideration. 


Sales and Finance Commission 
We have now arrived at the point of selling value F.O.B. Toronto 
without commission or finance fees. 


As previously stated, most of our export sales are made through ex- 
port agents who are paid a percentage commission on selling prices F.O.B. 
Toronto. These agents have definite territories and exclusive sales rights 
in these territories and are granted commissions whether orders are placed 
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through them or are received direct from customers. More than one agent 
may work the same territory but on different products. 

We have found it necessary to pay only one standard rate of com- 
mission and with the exception of two agents who tender us a special 
service, such is our set-up at the present time. In our price control books 
we keep a complete list of all agents, their territories, the products which 
they handle and rate of commission. Each time a change of agent set-up 
is made, this control list is revised and all interested persons advised of 
the change. 

We handle financing of our exports through a local agent on a com- 
mission basis. 

To our selling price F.O.B. Toronto we add selling agents and finance 
commissions. This is rather a complicated calculation as the resultant 
figure must be the total of the following: 

(a) The selling price F.O.B. Toronto before adding commissions. 

(b) Selling commission in an amount equal to the commission 
percentage rate times the resultant figure. 

(c) Finance commission in an amount equal to the commission 
percentage rate times the resultant figure plus the estimated 
inland and ocean freight and insurance charges. 

We have now arrived at the proper prices to quote F.O.B. Toronto, 
net sight draft, Canadian Funds, and including selling commission. 
E.O:B., §F.A.S., or C.F. ‘Prices 

Prior to the war it was our practice to quote fixed prices 
Toronto and as well F.A.S. Canadian ports and C.I.F. main ports in th 
importing countries. We feel that the quoting of fixed C.I.F. prices 1 


F.O.B 


n making export sales. 


of great assistance 
Just as soon as ocean freight and insurance rates are sufficiently stabil 


ized to allow us to safely renew the practice of quoting C.I.F. figures we 


intend to do so. 

We are very gratified that the Federal Government has taken steps 
to provide ocean freight service direct from Canadian Ports to many coun 
that this policy will be continued and indeed ex 


tries and it is our hope 
tended to include many additional countries and ports. 


Simplicity in Price Set-up and Quotations 

In the depression years 1930 to 1935 we made a determined effort 
secure additional volume by export sales. A series of sliding scale prices 
were worked out and quotations at varying prices were sent by our zealous 
export department to places I had never heard of before and scarcely r 
membered since. The files of quotations were most voluminous and _ th« 
cost of preparing, typing, postage, etc., was extremely high. The result 
was disappointing in sales results, but most enlightening for the setting 
of future export policy. The main lesson learned was to become selective 
in our markets and standard in prices and rates of commission. 

We have grouped together countries which have much the same m¢ 
chandising cost factors and competitive situations, and find that by using 
three groups, known to us as Lists 102, 103 and 153, we can include all 


countries with whom we desire to do business. To all countries in an 
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of these groups we have so far been able to use the same rate of selling 
and finance commission. 

This means that we can issue on any product an internal price control 
with three columns, one for each of three country groups, which will 
give us the F.O.B. prices including commission, etc., to all countries con- 
tained in the three lists. From these internal price control sheets, three 
different price lists are mimeographed, one for each of groups of countries. 
The result is that with one typing of control sheet and the running of three 
stencils of price lists, we have prepared prices for a certain product to 
any country to which we wish to quote. 

When we are again in position to quote C.I.F. prices, a single internal 
control sheet will be prepared for each product which will give the carry- 
ing charges to the various ports. It will probably be advisable, for sim- 
plicity, to set up a grouping of ports taking approximately the same carry- 
ing charges. We will probably use our standard mimeographed price lists 
showing prices F.O.B. Toronto, and add a column stating the differential 
to be added to give prices C.I.F. the various ports. 

The system of quoting which I have described has proven inexpensive, 
and easy to operate, while at the same time it is very effective in preventing 
errors in prices and has allowed the export department to sped up price 
information to agents and customers. 
Change in Prices = 

Export costs should be reviewed at regular intervals but price changes 
should be kept to a minimum due to the expense, difficulty and time 
element involved in advising foreign agents and customers. The matter 
of timing price changes so that they will become effective at the approximate 
date the advice arrives is very important. In the matter of seasonable goods, 
price changes must be made to coincide with the booking dates for such 
seasonable goods in the various countries. After all it is June in Australia 
about the time it is January in Canada. 

Sales Analysis and Budget Figures 

There is one point which should be mentioned in this discussion which 
ties into accounting. Irrespective of the basis on which exports are in- 
voiced, the values should be adjusted to a common basis for sales analysis 
purposes. Budgeted sales should be estimated on the same basis, as only 
by this procedure can a direct comparison be made between budget and 
actual. The common basis which we use is F.O.B. Toronto and not after 
deduction of selling commissions. 

Conclusion 

Statisticians and economists tell us that to continue to be prosperous 
Canada must export approximately one-third of its total production. Most 
of us here are probably aware that after the present domestic shortages 
have been filled it will be most difficult or indeed impossible to keep our 
respective plants working at a normal capacity by domestic sales only. 
For this reason it is most important that we immediately set up our export 
programs on a permanent basis, using sound methods of pricing, ‘with 
reasonable margins of profit, instead of trying to get all the market will 
bear. The lure of acute shortages in foreign countries and freedom from 


price contro! should not blind us to the folly of killing the goose that 


135 

















COST AND MANAGEMENT 


laid the golden egg. Also it would seem advisable to allocate a reason- 
able volume of current production for export shipments to be sold in those 
export markets that appear most likely to be permanent outlets. To be- 
come firmly established at reasonable price levels in such markets will 
go a long way toward building additional volume when surplus production 
is available and will make it increasingly difficult for exports from other 
countries to displace us. 

Finally, if export business is to be permanent and profitable it can- 
not be treated in the manner of a by-product or merely as an outlet for 
surplus production from time to time. To be successful, a company’s 
export program must become a component part of its budget set-up; pro 
duction schedules must be planned, and sound sales policies must be de 
termined and adhered to. But most important of all, costs must be firmly 
controlled and reduced in every way possible and such reductions reflected 


in carefully prepared and scientifically calculated selling prices 


Canada and Foreign Trade 


By H. MacDIARMID, R.I.A. 


Treasurer and Toronto Manager, Canadian Exporters’ Association 


We ought perhaps to approach this subject by analysing the meaning 
of the word Trade. 

Trade is the buying and selling of goods, which when expanded be 
yond national boundaries becomes Foreign Trade. 

We are all familiar with the simple and homely functions of domestic 
commercial transactions, involving the transfer of those goods which repre 
sent the individual and collective needs of our respective communities. 

The average citizen, urban or rural, has a very comprehensive concep 
tion of not only the use of these products but also understands something 
of their manufacture. When he has occasion to purchase and use an un 
familiar article his common knowledge and mechanical sense quickly enables 
him to reduce the complexities of the instruction sheet to a simple equation 
As a back ground to this knowledge, the user frequently recognizes the 
town or city of its manufacture as one noted for certain types of products, 
the brand names of whose industries are closely allied with the muni- 
cipality in which it is situated. 

This all adds up to an accepted familiarity which, surrounding the 
units of domestic trade, robs them of that aura of mystery frequently 
shrouding those articles imported from unfamiliar places,a mystery induced 
by the lack of a personal knowledge of its brand and origin. 

At the turn of the century, Canada was basically an agricultural coun- 
try. Following the first world war she began slowly to awaken to the 
industrial influence of the United States. 

However, it was the driving necessity imposed by the requirements 
of the United Kingdom, whose industries were exposed to the devastation 


of the German armed might, and that of these same United States whose 
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industries required time to retool for war production, which finally brought 
Canada into her full flower of industrial development, reached miraculously 
enough, without a loss of her agrarian status. 

Through those war years Canada thrust upward to become the second 
most important trading nation in the world by virtue of her exports which 
totalled $3,500,000,000 and which were composed for the most part of 
war material and supplies. 


Although Canada’s present position is that of third place, the factors 


attendant upon the attainment of the aforementioned figures are with us 
yet and must remain. It is for us therefore to accept this fact and analysing 
those elements which support it, prepare ourselves to meet the problems 
arising therefrom. 

Let us consider a few of these elements. 

Canadian industry sent 400,000 men into the armed forces and 350,000 
men and women into war plants. 

Allowing for the drift of 150,000 women back into household activities, 
we may expect 600,000 workers back on our peacetime payrolls. 

But, due to the pressure exerted by the demands for war material, 
our production potential has more than doubled, through plant expansion, 
employee education, improvements in machine design, better production 
planning and the elimination of bottle necks due to the application of the 
principles of enlightened industrial engineering and cost control, permit- 
ting the more complete co-ordination of unit machine output, with an 
attendant reduction in waste, curtailment of lost time, and an increase 
in the quality of the end product 

But we have no parallel increase in population with its purchasing 
power to utilize the benefits derived from our new industrialization. 

How then can we balance our economy? Will not many of our re- 
turning workers filter back into the agricultural community? Not to the 
prewar level since agriculture in self preservation has mechanized itself 
as never before, making it much less dependent upon manual labor. In 
varying degrees our mining and lumbering industries will operate on a 
lowered manpower demand than in the twenties and thirties, notwithstand- 
ing the present acute shortage of labor for woods operations. 

At least we can hope to relieve the production pressure which must 
build up rapidly on direct ratio to the reduction of the backlog of domestic 
orders, by EXPORT and INCREASED POPULATION. 

But export is only one factor of Foreign Trade. Foreign Trade is a 
two way street. 

True, Trade is the buying and selling of goods, which when expressed 
in the terms of Foreign Trade becomes Importing and Exporting. 

And since one of the strongest basic characteristics of human nature 
is acquisitiveness, and since the greatest urge of acquisitiveness is toward 
the unfamiliar, the exotic, the glamorous when once the demand for essen- 
tials has been fulfilled, I think we need not fear a lack of Imports. 

Increased Population whether through immigration or the national 
processes of a healthy nation, is at best a ponderous movement, and one 
which cannot be depended upon for rapid assistance. 

We arrive then at the need for Export, through the simple process 
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o the 


of elimination and the insistant demand for an immediate solution 
problem of our potential surplus production. 
Other nations are faced with identically the same situation. 
The United States and the United Kingdom must each solve a like 
dithculty, as must many others. 


In considering these two, however, it will be of interest to observe 


how we parallel their efforts to reach a solution through like machinery 
set up for that purpose. 

Each country has its government department designed to further its 
export trade and clothed with authority to implement the outflow of its 
commodities inte overseas markets. 

Perhaps a word concerning the functions of our own governmental 
body, the Department of Trade and Commerce may prove of specific interest, 
and within this department I would like to confine a few remarks to the 
Foreign Trade Service. 

World travellers will tell you that Canada’s ‘Trade Commissioners 
are pre-eminent in their international sphere of influence, and that they 
take second place to no competitor nation’s similar service group. Through 
the determined and unremitting efforts of the men who have mastet 
minded the Department of Trade and Commerce during the last twenty 
five years, the Canadian Government Trade Commissioners have acquired 
a fund of international knowledge impressive in its scope, yet available t 
every Canadian business man. Due to the policy of rotating the men fron 
the field to Ottawa, then returning to a different field than that formerly 
occupied, a continually fresh and well informed group of men bring th 


latest information to bear upon the current problems of international trad 


enabling Canada to keep abreast with her two great competitors. 

The Foreign Trade Service is divided into several divisions 

(1) The Trade Commissioner Service Division under its director 
Mr. Geo. R. Heasman, supervises the activities of the Commissioners 1 
the feld. This division also collects and corelates vital information fron 


abroad pertaining to foreign markets, which is by nature Commercial In- 
telligence 


(2) The Export Division built up around a group of Commodity 


Specialists who, with their headquarters in Ottawa, are in direct contac 
with Canadian industry, permitting and encouraging closer working at 
rangements between Government and Industry. This Division, under thi 
supervision of its director Mr. W. Frederick Bull, also includes the Ex 
port Permit Branch allowing for the closest cooperation between those w1 
set up the export quotas and those responsible for the granting of the export 
licences. ) 
(3) The Import Division with Mr. Denis Harvey as its director, con 
cerns itself with guarding Canada’s interests when international allocations 
of goods are made and when it is necessary to obtain adequate shipping 
space for essential imports. 
As international restrictions are removed, these two Divisions survey 
the international markets to assist Canadian Business men to find outlets 


+ 


for their products, as well as sources of supply for those commodities n 


indigenous to Canada. 
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(4) The Commercial Relations and Foreign Tariffs Division under 
director, Mr. Hubert R. Kemp, is responsible for the preparation of 


ta necessary for the negotiation of Trade agreements, 


as well as pro- 


ling information as to the latest toreign taritts. 








(5) The Trade Publicity, Mr. Bertram C. Butler, « directs 
departmental publications, undertakes advertising programs, and_ stimulates 
ticles on international subjects. 
(6) The Wheat and Grain Division is for the allocation 
movement of grain, flour, stock feeds and milled products; under the 
upervision of Director Dr. J. C. Wilson. : 


¢ 


It is proposed eventually to incorporate a Transportation Division, 
lesigned to develop new and improved trade routes, and to prepare informa 


on as to shipping services and rates; 
an Exhibition Division which will be responsible for Canadian parti- 
] ? . 
ation in International Fairs; 
and a Research Division to conduct surveys of Canadian industries 
the purpose ol discussing the longer tet problems Of our vartous 
ndustries. 


} 


These last named, if finally organized as proposed, will round out the 


Foreign Trade Service. 








' yy Ehae hth pexeleinie pulat 
It is estimated to-day that three-eighths of working population 
f Canada are engaged upon and st mrted by export trade 
[he Vital 3/8 
It {dition t t} probler bp j } the mp} i nc? vt 
n addition to the propdlem posed Dy the impressive increase in out 


production potential, consider that which would be added thereto in the 


event that any considerable proportion of this three-eighths were forced 








domestic production. 





And that is precisely the 





Canadian manufacturers in the if they do not now 
commence seriously to program their output to include export. 

The United States is advocating the channelling of ten per cent of 
her production into overseas markets. 

The United Kingdom presently embarked upon an austerity program 


as allocated 40% of her canned goods production, 50% of her motor 


cars, and 60% of such items as fountain pens and mechanical pencils, etc 


to her export markets. This is not just a question of availability for export, 


one of either the exportation of these percentages or cease to manu- 


— aes | P : 
facture—it is a must by governmental directive. 
Let us not be led astray by the thoughtless observation of an un- 


thinking and ill-informed person who shrugs these facts away with a 
flippant remark to the effect that Great Britain must export or die an 
economic death. 
Canada herself has been forced by the exigencies of war into just 
precise position. 


Che early thirties following the memorable 1929, are sufficiently alive 





in the memories of most of us to create an active pathy to a recut 
rence. Let us remind ourselves that the production potential of those 
years was somewhat LESS THAN HALF OUR PRESENT POTENTIAL, 
yet our purchasing power through a static population remains about the 
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same as that of the thirties unless it receives the all important injection 
possible through export trade. 

But do not imagine for one moment that export is the answer to 
periodical production surpluses; or that we can escape the present domestic 
price ceiling by padding up our selling price and throwing it at the foreign 
buyer; or that the present available markets are going to placidly await 
the good will and readiness of the Canadian manufacturer to enter; or 
that letters in answer to overseas advertising can remain unanswered with- 
out serious consequences arising from such manifest discourtesy when 
markets are actively sought after. We must not imagine that quality can 
be relaxed for overseas markets, or that foreign customs may be flouted, 
nor will we be forever able to demand confirmed irrevocable letters ot 
credit on f.o.b. plant quotations. 

The foreign market is no whit different than our best domestic market. 

If we call upon the wisdom of the ages, analyse our national economy 
and so doing realize that to maintain our payroll at its present level it will 
be necessary to seek an export outlet, then let us be advised that it will 
take from six to eight months after planning the export program, and 
selecting our markets before we will have completed negotiations with 
the agent of our choice. 

Consider also that this is a seller's market, permitting a selection of 
markets. The coming buyer’s market will not permit a mere selection- 
rather will it be necessary to dig for it at considerable cost and a much 
greater expenditure of time. 

Eliminate national selling and advertising costs from the export cost- 
ing structure—the fellow overseas can’t be expected to pay for an expen 
sive appeal to the domstic consumer. 

Quote in a manner convenie:: to the agent, and be prepared to extend 
credit commensurate with go banking advice since competition will 
force you to do so eventually in any event. 

Take cognizance of the customs of the people in each specific foreign 
market. Theirs is the privilege of accepting or rejecting our merchandise. 
There is no use in going to the expense of placing Canadian commodities 
in overseas markets if care is not exercised to consider their collective tastes. 

At least extend to the foreign enquirer the courtesy of an acknowl 
edgement of his correspondence even if orders cannot be filled. It is very 
likely an answer to an add placed by you in some export periodical. In 
any event we would be the first to criticize the discourtesy of anothe: 
in not answering a business letter of ours. 

We have been told time and again by foreign business men who are 
bitter in their denunciation of the practise of Canadian business men in 
flagrantly disregarding the common courtesies usually maintained between 
reputable business men, by either entirely failing to acknowledge their 
correspondence, or by answering cables and airmail by ordinary sea mail. 

And last but not least, and this cannot be emphasized too greatly, 
allocate at least a small percentage of production NOW —it will pay 
dividends by holding a market open for which we will be in great need 


year or two from now. 
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Presidential Chapter Visits 


By W. H. FURNEAUX, R.IA. 


Canadian Society of Cost Accountants and Industrial Engineers 


As President of the Canadian Society of Cost Accountants and Indus- 
trial Engineers, it has been my happy privilege to pay official visits to 
every Chapter of our Society. These visits were concluded last month and 
I can frankly state that this part of my presidential duties has been one 
of the most interesting experiences in my recollection. 

These visits began on September 4th when in company with our 
Secretary-Manager, I commenced a trip to the Western Chapters. We first 
stopped at Fort William where we were greeted at the train, even though 
the hour was quite late, by Mr. A. G. Scott and Mr. D. R. Harrison. The 
following day we had the pleasure of meeting with the Directors of the 
Fort William -Port Arthur Chapter at luncheon and spent a most profit- 
able few hours discussing Chapter problems and future plans. That even- 
ing the Chapter held its regular meeting when we were accorded a very 
fine reception by an enthusiastic group. This Chapter does have a great prob- 
lem in that they must depend almost exclusively on local talent for their 
speakers. Their only request was that we endeavour to give them closer 
contact with the east. The following day D. R. Harrison and B.. Strachan 
alternately took us in charge to show us some of the interesting features 
of the twin cities. One of the highlights of the day was a visit to the 
office of he Daily Times Journal where we were shown how a daily news- 
paper is published, followed by a round of golf with our genial host, 
D. R. Harrison. 

Late that evening we took leave of our good friends in Fort William 
Port Arthur for Winnipeg where we arrived Friday morning. In Winnipeg, 
we had the pleasure of meeting Major R. B. Strange and Bill Dunbar. 
We discussed with these gentlemen the possibility of reorganizing the 
Winnipeg Chapter and as a result of these discussions, it was decided to 
arrange a meeting for two weeks hence when our Secretary-Manager would 
stop off in Winnipeg on the return trip and outline the future plans of 
our Society with particular reference to the Province of Manitoba. Our 
schedule permitted only one day in Winnipeg and accordingly we left the 
same night for Regina. We arrived in Regina on Saturday morning and 
contacted one or two individuals in respect to the Society's activities. 

We then proceeded to the City of Edmonton where we arrived quite 
early on the morning of September 11th. Despite such an early hour, we 
were greeted at the train by Alvin Tupper and Jack Henderson. Here again 
we had the pleasure of holding a luncheon meeting with the Chapter 
Directors. We learned that the Edmonton Chapter have possibly one of 
the best educational programs of any of the Chapters. We were informed 
that arrangements were made with Professor Winspear at the University of 
Alberta to provide monthly lectures by members of his staff on selected ac- 
counting problems. This type of program was found to be most successful as 
was evidenced by the consistently high percentage of attendance at the meet- 

ings. We also found that the Directors were most optimitsic for the future of 
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the Chapter which characteristic we found to be apparent in all activities 


in Edmonton 





hat evening we the pleasure of meeting with the 





Chapter and again we were greetd by a very large attendance. Following 
the meeting, a most interesting discussion was held pertaining both to the 


address given and matters concerning the Society. On Wednesday we 

had a meeting with the Provincial Director of the Department of Veterans 

Affairs and under the guidance of Alvin Tupper, we were shown the most 

interesting features of this great city of Edmonton, including his own 

business enterprises. Without a doubt, we were quickly learning the mean 

ing of true western hospitality. : 
Thursday we proceeded to Calgary where we were greeted by Pat 


Bowsher, Mr. Humphries and Jack Randall. These gentlemen took us 
in charge until dinner time when we met with the Chapter Directors. It 
was most gratifying to learn of the aggressive plans which were unde: 
way in this Chapter, particularly in reference to student activities. Not 
only were they getting a large number of new students but a concrete 
program had been arranged for study groups to be held each week. W 
were also given an outline of their plans for increasing their membership 
ind subsequent results have indicated to a very remarkable degree how 
well their plans were engineered 


1 1 + ner 
evening, it was my pleasure to speak to the Chapt 





1 : i 
at its regular meeting and it was a very pleasant experience to meet wit 


such an enthusiastic group. The next morning we sat in on the Counc 





Society and had the pleasure in taking part in muc 


f the discussion. This was an all day session and the boys made thei 
way through a very strenuous agenda. I was very much impressed wit 
e manner in which they conducted their business, for they left no doub 
n my mind as to the soundness of their policies once they had then 
cided upon. All the members of Council were quite ready to make the 
views known so that it was quite certain that all angles to a questi 
sidered before a decision was made All the members 
imonton were in attendance as well as those from Calga 


interest in the affairs of the Society. 





f cir intense 
our leave from the members in Alberta feeling very cot 
future activities. The following day being Sunday, Jack 

Randall offered to drive us to Banff when Fred Ougden joined our ¢ 
pany. This was a most delightful trip and I doubt very much that 
could have obtained the services of a professional guide who could 
been more familiar with the mountains than Jack Randall or Fred Ougden 


After reaching Banff, they took us for a drive to Lake Louise and otl 
interesting spots in the mountains. Monday noon we left Banff for V s 


} ° ‘ 


couver and reached our destination on Tuesday morning of the 18th. 


On reaching Vancouver, we were greeted at the station by Not 





Terry who immediately took us in charge. We had a very heavy 

gram ad of us in B.C., and Norman in his very efficient manner out- 

lined the schedule which had been drawn up for us. 
On Wednesday morning we went to Victoria by plane in company w 

Clifton Davis In Victoria, we encountered the only bad weather ex- ) 
enced on the trip and ironically enough, it had to rain in Victoria rather 
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than in Vancouver as was to have been expected. After checking into the 
hotel,we had the pleasure of meeting Mr. K. R. Genn, through whose 
efforts the local Chapter was being organized. Later in the day we were 
joined by Mr. F. G. Coburn, who happened to be in Victoria on buisness 
and assisted us in the preparations for the meeting held that evening. That 
evening there were about 26 men who met in the Empress Hotel. I had 
the pleasure of speaking to this group on our Society in general and “What 
Management Expects From the Accountant” in particular. The Secretary- 
Manager gave an outline of the aims and objects of the Society and Clif. 
Davis and Fred Coburn spoke on behalf of the Provincial Society. After 
a very interesting discussion, it developed that in accordance with the 
wishes of those present, a Chapter should be formed in Victoria and Mr. 
Genn was elected as its first Chairman. 

Norman Terry and Murray Gilmour were to have joined us at this 
meeting, but owing to bad weather conditions, the plane on which they 
had their reservations did not take off. We returned to Vancouver that 
night by boat. 

After a full day of business calls, we attended the formal meeting of 
the Vancouver Chapter at the Georgia Hotel. This was a very successful 
meeting, an overflow attendance turned out, and the meeting was under 
the capable direction of Murray Gilmour. It was again my pleasure to 
speak to a very appreciative audience and the interest and good fellowship 
which was in evidence made my duties very pleasant. Through the thought- 
fulness of the Directors of the Vancouver Chapter a photograph of this 
meeting was taken and a large picture of it now hangs in the office of our 
Society. 

That evening we took the boat to Powell River arriving the following 
morning. Norman Terry and Nick Abramsen were kind enough to accom- 
pany us on this trip which proved to be a most interesting experience. On 
arrival at the office of the Powell River Company, we were met by Norman 
Hartley. After being introduced to several of the Company's officials, we 
were conducted on a tour through the mill. Starting with the observation 
of logs being taken from the water, we followed the process through all 
its stages of the finished product of newsprint. After the plant visit, we 
were conducted on a tour through Powell River and were later entertained 
at the Company's Guest House. That evening, we had the pleasure of 
speaking to about 24 men from the accounting staff of the Powell River 
Company and its subsidiaries and here again we had a most interesting 
discussion. That evening, we returned to Vancouver by boat arriving the 
following morning. Having been sleeping in transit for three nights in a 
row, I was personally ready for some rest in a bed that would stay put. 
Saturday evening and Sunday, we enjoyed real western hospitality devoid 
of all business affairs. On the following Tuesday, we terminated our visit 
on the west coast and terminated a most eventful week. Not only had 
we had many interesting experiences but the new acquaintances and friend- 
ships which had been borne in that time will long be remembered. 

We boarded a plane on Tuesday evening and at Winnipeg, I parted 
company with our Secretary-Manager where he stayed for several days while 


I continued on to Hamilton. 
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During the months of October and November, I had the pleasure of 
visiting the London Chapter, Kitchener Chapter, Bay of Quinte Chapter 
and Niagara Chapter. All of these meetings were very well attended and 
a most cordial reception was tendered in each case. The fellowship which 
exists was especially noteworthy and the executives are doing a marvellous 
job in maintaining interest and introducing new ideas. 

In January, I visited the Windsor Chapter and met with their Board 
of Directors after their Chapter meeting. This Chapter has been long 
outstanding in maintaining a high interest in Chapter activities. This inter- 
est was very much in evidence on the occasion of my visit, both in point 
of attendance and discussions which followed the meeting. The time spent 


with the Directors, I feel, was most valuable not only from the standpoint 


of the local Chapter but in the interests of the Provincial and Canadian 


Societies. 


On February 7th, I began my visit to the eastern Chapters again in 


company with our Secretary-Monager. The frst meeting was with the 


Ottawa Chapter and on this occasion we enjoyed the hospitality of the 


E. B. Eddy Co. This was a departure from the usual form of meeting in 


that we were conducted on a tour of part of the mill prior to the meeting 


The meeting itself was very intormal which contributed greatly to obtain 
\ 
ing a closer acquaintanceship with the mer bers and guests. 


On February 9th, we proceeded to Montreal and attended the meeting 
' 


of the Montreal Chapter. It was a very great pleasure indeed to meet 
again so many of the members who have contributed a great deal to our 
At lunch we were entertained by such old stalwarts 


Organization. 
Percy Wright, Don Patton, Charlie Dumas, J. B. A. Merineau. Th 
warm hospitality which was extended was, of course, characteristic of the 


fellows from Quebec. The Chapter meeting was a very delightful aftais 
and here again I received a very warm reception. The following day we 


he 


held our meeting of Board of Directors which was attended by 
number of men from Ontario, including Len Brooks, Ralph Kellow, Ha 
Hetherington, Aussie Ausman, Charlie Warnes and Aleck Howey. The 


Directors meeting was highly successfdl in point of business accomplished 


t 


and the co-operation which existed among the Directors. The meeting 
continued all day and after its adjournment, we made rapid fire visitations 


at the home of Don Patton, Randall Herron and Percy Wright. We utilized 
the best part of Sunday after a strenuous week, and Sunday evening we 


proceeded to Shawinigan Falls in company with Percy Wright, Charlix 


Dundas. 

Beginning promptly 
ducted on a very well planned tour through ‘Production Valley”, as this 
Percy Wright had planned a very com 


at ten o'clock Monday morning, we were con 


beehive of industry is known. 
plete program for the day and had been most meticulous in the arrange 
a very definite schedule drawn up so that we would be 


ments. He had 
sure to see as much as possible in the time available. We were first con 


ducted through the power plant of the Shawinigan Water and Power Co 


at Shawinigan Falls and also through the power plant at Grand'me: 


Great care was taken to explain the interesting features during these plant 


visits and we certainly had a greater insight concerning their ramifications 


generating electrical power. We stopped briefly at the plant of the Con 
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solidated Paper Company and were conducted through part of their paper 


mill. 

In the afternoon we were enlightened on the manufacture of carbide 
and allied chemicals at the Shawinigan Chemicals plant. Then followed a visit 
to the plant of the Canadian Industries Ltd., where we observed the manufac- 
ire of cellophane. I have never before observed so many diverse processes in 
such a brief space of time as on that Monday at Shawinigan Falls. I 
learned that day what was meant when it was said that when Percy Wright 


undertakes to do something that the results will be the ultimate possible. 
That tour of “Production Valley” will long remain in my memory as one 
of the most exciting experiences I have had. 

To keep pace with the fast moving events of the day, the meeting 
for that evening was equally spectacular. Some 75 business men attended 
the, meeting called for the purpose of forming a Chapter in the St. Maurice 
Valley. The smoothness with which the meeting was conducted by the 
Chairman, Henry Pike, of Shawinigan Chemicals, was evidence of the care- 
ful planning that had been made. As a result of that meeting, it is ex- 
pected that formal application will be made for forming a Chapter in the 
St. Maurice Valley. We were joined at this meeting by Don Patton, Hugh 
Bacon and Norman Verity from Montreal. 

At two o'clock the following morning we left Shawinigan Falls for 
Quebec City and at noon of the same day, it was my pleasure to address 
the Rotary Club in response to an invitation from Romeo Query. That 
evening, we met with the Quebec Chapter and here again the reception 
was most cordial. Percy Wright was good enough to accompany us to 
Quebec City and also took part in the meeting. The following morning, 
I left for Hamilton. 

On February 21st, I spoke to my home Chapter in Hamilton and in 
March I attended the joint meeting of the Hamilton and Toronto Chapters 
in Toronto. These joint meetings have always created much interest in 
both Chapters, and I was very grateful that I could make this meeting the 
occasion of my officials visit. 

That has concluded my visits to all Chapters, with the exception of 
those which have been formed during the past few months. These included 
the Lethbridge Chapter and the Kingston Chapter and it is my sincere 
hope that I shall have the opportunity of visiting these new Chapters, even 
though it may not be in my capacity as President. These Chapters visits 
have brought me in personal contact with many very fine men and after 
meeting with our members across Canada, one cannot help but feel all the 
more proud of being President of such an organization. 
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COST ACCOUNTING 


By A. VAN HARRIS, C.A. 


The “L” Manufacturing Company with a job cost system, and tw: 
types of jobs, "D” jobs and “X” jobs, has distributed manufacturing ex- 
penses on individual jobs on the basis of Direct Labour hours. In ordet 
to conform with new requirements of its parent Company, “L’ Manufac 
turing Company has been requested as of December 31st to reallocate its 
W ork-in-Progress as follows: 

(1) On all jobs, remove from Direct Material 2% of material charges 
and charge as a manufacturing expense overhead. 

(2) On all jobs remove from Direct Labour 5% on labour charges and 
charge as a manufacturing expense overhead. 

(3) On “D” jobs only, remove from Direct Labour 2% of labou: 
charges and charge as a new element of cost to be entitled ‘Direct Ove: 
head charges.’ 

(4) On all jobs, remove from Manufacturing expense 11% of Manu- 
facturing Expenses and charge as a “Direct Overhead Charge.” 

(5) Establish new overhead rates on the basis of Prime Cost fo: 
Manufacturing Expense overhead, and on the basis of Productive Labout 
costs for Direct Overhead Charges. 


l > 
Work in Progress at 31st December, before the required adjustments 


ire 

Direct Material Direct Labour Mfg. Expenses 
D Jobs S 60,000.00 S 125,000.00 $100,000.00 
X Jobs 300,000.00 1,000,000.00 450,000.00 


Prepare a schedule to show the necessary conversion of Work in Pro 


gress and the new revised overhead rates. 


Comments 

This problem is typical of the type of accounting adjustments which 
were required by Companies whose costs were not maintained in accord- 
ance with Treasury Cost Memorandum 433, and were required to restate 
their figures. The total figures are relatively simple to adjust but the de- 
tailed jobs also had to reflect the adjustments, which involved considerable 
clerical work in many cases. 
Problem No. 2 
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COST AND MANAGEMENT 


CHAPTER STANDINGS FOR FERNIE TROPHY 


Basic Increase Increase Percentagé 
Points in Senior in Student Increase 
Members Members Points 

Calgary ‘ teases 81 22 24 68 83.8 
London . soraeeategee, | nS 4 ci 39 52.0 
Edmonton ca hencace 93 14 14 42 45.2 
OS a, 6 a reer 60 6 7 i3 31,7 
Bay DE DUinte oc..sscccsssissssvoscosess 38 5 1 11 29.0 
PIE coco ecsis isin ecanecotstcccsaveseees 93 10 6 26 28.0 
Montreal 387 39 20 98 25.3 
Vancouver 125 >) 18 28 22.4 
Hamilton ........ . 243 2 49 | 21.0 
Ottawa 68 5 18 28 22.4 
Windsor 132 7 9 23 17.4 
Niagara cys gale 75 l 11 13 L735 
Fort William-Port Arthur Th x! 6 6 7.8 
Toronto 388 4 8 16 4.1 


For the first time this year, the London Chapter has had to relinquish 
its first place position to give way to Calgary Chapter, whose members really 


meant business when they put on the pressure early in January. They have 
taken in 18 new senior members and four students and they tell us they 


ure expecting several more before the year ends. Edmonton in keeping 


pace with their southern rivals jumped from ninth to third place. Mem 


bership chairmen are reminded that they have until April 30th to improve 


their position 
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